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Chairmans Statement 


The past year, to the 30 September 1997, has been 
another of considerable progress for the Wellcome 
Trust, both in scientific and financial terms. Two of 
the many highlights were the completion of the 
Trust's Genome Campus at Hinxton near Cambridge, 
recently opened by Her Royal Highness The Princess 
Royal, and the further sharp increase in the value of 
the Trust’s investment assets from £8.1 billion to 
£10.0 billion, confirming the Trust as the largest 


endowed charitable foundation in the world. 


As before, all aspects of the Trust’s support for 
medical research, and our plans for the future, are 
covered in detail in the Trust’s Annual Record which 
will be published early next year. However, I would 
like to mention here one area which we believe is 

of the utmost importance, namely the public 
understanding of science. The accelerating rate of 
progress in medical research over the past decade, 
while clearly exciting, must be somewhat bewildering 
to most. Obviously the more the public appreciates 
the detail of the strides that are being made in this 
field, so much the better. Therefore the Trust 
continues to build on its already well established 
programme of the public understanding of science 
so that the world at large can be as well informed 


as possible. 


As a result of a number of uncertainties, the Trust 
decided to postpone some of its spending plans from 
last year to the current year. I refer in particular to the 
Dearing Report and its recommendations, which 
have not yet been accepted, but also to the new 


Government's proposals regarding taxation. 


In his Budget of 2 July 1997 the Chancellor of the 
Exchequer eliminated, over a phased period, charities’ 
ability to recover tax credits on UK dividends. In 
addition, companies now seem to be making greater 
use of foreign income dividends which carry no tax 
credits. These changes will have an increasing effect 
on the Trust’s income over the next seven years by 
which time income from UK dividends could be 
reduced by as much as 20%. All the Budget proposals 


that have a negative effect on charities were well 


Her Royal Highness The Princess Royal with Sir Roger Gibbs at the opening of the Wellcome 


Trust Genome Campus at Hinxton Hall near Cambridge. 


flagged by the Labour Party ahead of the General 
Election of 1 May 1997, and therefore none of them 
came as a surprise to us. The further proposals 
outlined in the “Green Paper’ of 25 November 1997 
will also need to be taken into account. All these 
measures are a severe long-term blow to the charitable 
world that continues to do so much good in this 
country. Like many other charities, the Trust is 
making the strongest possible representations in 
order to try to at least alleviate the impact of these 


widespread and potentially damaging proposals. 


The Trust’s investment policy, having regard to risk, is 
to maximise total return over the long term, whether 
it be from capital gain or income. In the past few 
years we have bought an increasing proportion of 
high quality low-income yielding assets and reduced 
considerably our holding of relatively high yielding 
Government stocks. This has proved to have been 

the right policy so far but it has also resulted in the 
investment income of the Trust, in the year ended 

30 September 1997, falling to £305 million from 
£345 million in the previous year. However, the value 
of the Trust’s investment assets, as I have pointed out 
earlier, has increased substantially. In fact, in the past 
five years the year-end valuation of these assets is as 


follows — £5.2 billion in 1993, £5.2 billion in 1994, 
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£7 billion in 1995, £8.1 billion in 1996 and 
£10 billion in the year just ended. The Trust’s total 


portfolio has clearly performed well. This good 
performance has been helped, over the past two and 
a half years, by the holding of some 167 million 
shares in Glaxo Wellcome which have more than 


doubled in value. 


However, despite all of this good news, I should also 
introduce a note of caution. It must be pointed out 
that 30 September 1997 was just one week before the 
high point of the recent very long and strong bull run 
in world stockmarkets. The setback of the past two 
months and the more erratic movements in world 
markets have affected the value of the Trust’s well 
diversified international portfolio of some 2,100 
different holdings, but only to a minor degree. 


One final point on the Trust’s investments. 

We have now completed the purchase of the South 
Kensington Estate and own just over 93% of that 
estate — some 58 acres. We are particularly pleased 
about this acquisition and expect this holding to be 
an integral part of the Trust’s investment portfolio 


over the very long term. 


For the reasons I have explained, the Trust’s charitable 
expenditure in the year to 30 September 1997 at 


some £270 million was lower than originally planned. 


The underspend from that year has been carried 
forward into the current year when we expect to 
provide funding in excess of £350 million. 
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We are particularly sad to learn of the death of 
Andrew Gray, the former Chairman of The Wellcome 
Foundation Limited. Andy Gray was with Wellcome 
for 25 years, and made a telling contribution to the 
Company’s success through a critical time in its 
development. He had the most distinguished war 
record and was also one of the more delightful and 


effective human beings. He will be much missed. 


All of us would like to congratulate our Director, 
Bridget Ogilvie, on being created a Dame 
Commander of the British Empire in the New Year’s 
Honours. We are delighted at this splendid news. 
Dame Bridget has decided to retire from the Trust 
next summer; I will obviously be referring to her 
contribution to the Trust this time next year. Dame 
Bridget will be succeeded by Professor Michael 
Dexter, the distinguished haematologist who 
currently runs the Paterson Institute for Cancer 
Research in Manchester. We are extremely pleased 
about this appointment and all look forward to 
working closely with Professor Dexter over the 


years ahead. 


Finally, on behalf of all the Governors, I would like to 
thank the staff of the Trust for another year’s excellent 
work in an environment that becomes no less 


demanding. 


Sir Roger Gibbs 
10 December 1997 


for the year to 30 September 1997 


Objectives and policy 


The objectives of the Trust are to support research in 
the biomedical sciences and in the history of medicine 
for the benefit of humankind. The Trust supports the 
research work of academic staff in universities, 
medical and veterinary schools and other institutions 
of higher education. Research funded ranges from the 
basic sciences related to medicine to the clinical 


aspects of medicine and veterinary medicine. 


The Trust aims to support and maintain the strength 
of biomedical and historical research by providing 
individual researchers of the highest quality with the 
resources they need to pursue their subjects. In recent 
years, the Trust has made a firm commitment to 
increase its longer-term support for research and has 
redefined its policy of personal support for 
individuals through a fellowship scheme which spans 


every stage of their careers. 


The Governors review their policy regularly in 
response to proposals from their advisory panels and 
professional staff. At these reviews the Governors 
decide how much will be available to each subject and 
policy area during the following year. In addition, the 
Governors meet monthly to implement policy and to 


consider special cases. 


Support is provided in these general categories 

¢ Short-term and longer-term awards (project and 
programme grants), usually for three to five years; 

* Research training and career development: 
support is provided for individuals at all stages of 
their careers; 

¢ Funds for travel abroad for collaborative research, 
meetings and symposia; 

¢ Awards for equipment; and 


* Capital grants for buildings. 


In addition to grant funding, the Trust also 
undertakes directly a number of activities designed to 
assist those researching into medical science and 
history. The Wellcome Institute for the History of 


Medicine provides library and academic resources for 


students of the history of medicine and allied 
subjects. The Wellcome Centre for Medical Science, 
in its role of promoting the public understanding of 
science, encompasses an exhibition, an information 
centre, a programme of scientific meetings, a library 
of photographs and films and other activities. The 
Wellcome Institute and The Wellcome Centre were 
combined into a single division in October 1997. 


Through its Unit for Policy Research in Science and 
Medicine (PRISM), the Trust seeks to improve policy 
making in biomedical science by systematic research 
into the most effective means of funding. 


Governance 


The Trustee of the Wellcome Trust is The Wellcome 
Trust Limited, a company limited by guarantee, whose 
directors are known as Governors. New Governors 
are appointed by the incumbent Governors, subject 
to their number not exceeding nine. 


The Trustee prepares financial statements for each 
financial year to give a true and fair view of the state 
of affairs of the Trust and of the incoming resources 
and application of resources of the Trust for that 
period. In preparing those financial statements, the 
Trustee 

* selects suitable accounting policies and applies 
them consistently; 

¢ makes judgements and estimates that are 
reasonable and prudent; 

* states whether applicable accounting standards 
have been followed, subject to any material 
departures disclosed and explained in the financial 
statements; and 

* prepares the financial statements on the going 
concern basis. 


The Trustee is responsible for keeping proper 
accounting records which disclose with reasonable 
accuracy at any time the financial position of the 
‘Trust, and enable the Trustee to ensure that the 
financial statements comply with the Charities Acts. 
The Trustee is also responsible for safeguarding the 
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assets of the Trust and hence for taking reasonable 
steps for the prevention and detection of fraud and 
other irregularities. 


During the year, the Board of Governors appointed an 
Audit Committee comprising two external members 
and one Governor, to oversee the adequacy of the 
systems of internal control and to ensure that the Trust 


complies with relevant statutory and other regulations. 


In carrying out the Trust’s charitable objective of 
supporting medical research, the Governors have a 
well established system of expert Panels and Interest 
Groups to advise them on which applications to fund 
and on policy issues in various fields. Grants are 
awarded in competition with other applications and 
are assessed by peer review. Applicants must complete 
a formal application which is then sent to reviewers 
who provide a written review. Applications together 
with the reviews are then assessed in competition by 


committees which consist of experts in the field. 


The Support for History of Medicine is managed via 
a Grants and Units Panel, which makes awards in 
competition and manages the Trust’s Academic Units 
in this subject, and a Library Panel, which advises the 
Governors on the management of the Trust’s Library 
of the History of Medicine. The Wellcome Centre for 
Medical Science is also managed through a committee 
which reports to the Board of Governors. 


There are three further committees of the Board of 
Governors with the following responsibilities: the 
Finance Committee, for all financial issues, other 
than those delegated to the Audit Committee; the 
Investment Committee, for matters relating to the 
Trust’s investments; and the Estates Committee, for 
the Trust’s investment property portfolio, including 
the South Kensington Estate. Details of these 


committees are given on page 36. 


Full details of the membership of the other Panels, 
Interest Groups and Committees are published in 


The Wellcome Trust Annual Record, which is freely 


available on request. 
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Review of activities 


During the year 3,000 new grant applications were 
considered, of which 1,171 were approved, 39% of 
those requested. In addition to these new awards, 
908 smaller requests for travel grants, vacation 
scholarships and extensions to existing grants were 
also considered together with 4,966 general and 
preliminary enquiries. 


The number of university-based research workers 
who are funded by the Trust is in excess of 3,700. 
Of these, approximately one-third are funded by 
grants for periods longer than three years, reflecting 
the Trust’s policy of directing a considerable 


proportion of its resources into longer-term funding. 


Note 2(b) to the accounts shows the grants awarded 
during the year, analysed by category of award; and 
note 2(c) lists the top 50 institutions, ordered by 
aggregate value of grants awarded. Further details of 
grants awarded are given in The Wellcome Trust 


Annual Record. 
Financial review 


The consolidated audited annual accounts of the 
Trust for the year to 30 September 1997 are set out 
on pages 10 to 35 of this report. 


This is the first year that consolidated accounts have 
been prepared. In prior years, Genome Research 
Limited (GRL) and Hinxton Hall Limited (HHL) 
were treated as associated companies. However, the 
Governors consider that the Trust has exercised 
dominant influence over the activities of GRL during 
the year to 30 September 1997 and accordingly it has 
been consolidated from 1 October 1996 as required 
by Financial Reporting Standard 2. 


As a consequence, HHL, which is owned equally by 
The Wellcome Trust Limited and GRL, is also treated 
as a subsidiary from 1 October 1996. 


The effect of the consolidation is to bring the results 


for the year to 30 September 1997 (continued) 


of GRL and HHL into the Consolidated Statement 
of Financial Activities for the year to 30 September eBillion Figure 1: Investment Assets 

1997 and their assets and liabilities into the ee 
Consolidated Balance Sheet at that date. Prior year _ 


comparatives include the results of these companies 


84 
using the equity method of accounting. : 7.0 
6 
The assets of the Trust are invested by the Trustee, 45 ay on ae a 
after taking relevant professional advice, to achieve a 3.4 a 
good return over the long term and an appropriate 


> 


nN 


balance between capital growth and income, bearing 


in mind the need to control risk while seeking those 


long-term rewards. All investments are made in 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 
accordance with the powers of the Trust. Details of 
the Trust’s investment portfolio, which is widely 
spread over a considerable number of geographical fe 
areas and sectors and comprises equities, fixed interest a Figure 2: Income 
securities, and venture capital funds in addition to real ae 
property holdings, are given in note 12 to the accounts. 300 
250 
The value of the investment assets of the Trust at 
30 September 1997 amounted to £10 billion. This gee 
compares with a figure of £8.1 billion at 30 September 150 
1996. This increase reflects the strength of many of ee 


the world’s stock markets. The Trust’s investment 
50 


asset values for the last ten years are shown in Figure 1. 


1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 


The Consolidated Statement of Financial Activities 
on page 10 shows resources arising, before gains and 
transfers, of £24 million. This surplus is attributable 


to the lower than budgeted level of grants committed etiiice Figu re 3° Grants Gomimitted 
in the year. 
250 
227 
The Trust’s income for the last ten years is shown in 200 


iO 6 ae 
185 ‘7 
Figure 2. 
150 

It continues to be the Trust’s policy to seek to achieve 114 

ae : 100 
growth, in real terms, in its support for science over +5 ; 

8 
53 

the long term. In the year to 30 September 1997, e a 
grant expenditure approved in support of medical f i 
science amounted to £222 million compared with 


1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 


£170 million in the previous year. Grant expenditure 
approved in support of the history of medicine was 
£5 million compared with £4 million last year. Figure3 — The 1993 figure excludes an exceptional grant amounting to £257 million to 
shows grant expenditure over the past ten years. the Burroughs Wellcome Fund. 
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to the Trustee of The Wellcome Trust 


We have audited the financial statements on 

pages 10 to 35 which have been prepared under the 
historical cost convention, as modified by the 
revaluation of certain investment assets, and the 


accounting policies set out on pages 14 and 15. 


Respective responsibilities of the Trustee 
and auditors 


As described in the Trustee’s Report on page 6, you 
are responsible as Trustee for the preparation of the 
financial statements. It is our responsibility to form 
an independent opinion, based on our audit, on those 
statements and to report our opinion to you. We have 
been appointed as auditors under section 43 of the 
Charities Act 1993 and report in accordance with 
regulations made under section 44 of that Act. 


Basis of opinion 


We conducted our audit in accordance with Auditing 
Standards issued by the Auditing Practices Board. An 
audit includes an examination, on a test basis, of 
evidence relevant to the amounts and disclosures in 
the financial statements. It also includes an assessment 


of the significant estimates and judgements made in 


Binder Hamlyn 

Chartered Accountants and Registered Auditors 
20 Old Bailey, London EC4M 7BH 

10 December 1997 
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the preparation of the financial statements, and 
whether the accounting policies are appropriate to the 
circumstances of the charity and of the group, 
consistently applied and adequately disclosed. 


We planned and performed our audit so as to obtain 
all the information and explanations which we 
considered necessary in order to provide us with 
sufficient evidence to give reasonable assurance that 
the financial statements are free from material 
misstatement, whether caused by fraud or other 
irregularity or error. In forming our opinion we also 
evaluated the overall adequacy of the presentation of 
information in the financial statements. 


Opinion 


In our opinion the financial statements give a true and 
fair view of the state of the affairs of the charity and of 
the group as at 30 September 1997 and of the group's 
incoming resources and application of resources and 
cashflows in the year then ended. The financial 
statements have been properly prepared in accordance 
with the Charities Act 1993, except for the failure to 
disclose separately realised and unrealised gains or 


losses on revaluation of investments. 


for the year to 30 September 1997 


Capital Distribution 


Fund Fund 
1997 1997 1996 
Note £000 £000 £000 
Incoming resources 
Dividends and interest 280,863 323,926 
Rental income 23,283 DOSY) 
Grants receivable 2(d) 6,890 
Other income 1,080 611 
Total incoming resources 312,116 344,869 
Resources expended 
Direct charitable expenditure 
Grants committed during the year 2(b) 221,864 168,040 
Direct activities 3 24,685 7,184 
Support costs 4 DB O79) 19,161 
Net cost of associated companies = 7,012 
270,428 DOMES OT), 
Other expenditure 
Investment costs 5 ISS/US 12,889 
Administration costs 6 2,051 1,754 
Total resources expended 288,194 216,040 
Net incoming resources 
before gains and transfers 23,922 128,829 
Gains on investments 
Quoted investments 12(a) 1,758,411 936,554 
Unquoted investments 12(b) 10,135 5,655 
Investment properties 12(c) 121,728 4,061 
1,890,274 946,270 
Currency exchange losses (632) (3,026) 
Net incoming resources before transfers 1,889,642 DB 920) 1,072,073 
Transfers between funds 1(f) B32) (23,922) = 


Net movement in funds 1,913,564 2 1,072,073 


There are no other gains or losses apart from those recognised above. 
All income is derived from continuing activities. 
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as at 30 September 1997 


Tangible fixed assets 

Investments in associated companies 
Investment assets 

Quoted investments 


Unquoted investments 


Investment properties 


Debtors 
Term deposits and cash 


Current assets 
Less: Creditors falling due within one year 


Net current assets 


Total assets less current liabilities 
Less: Creditors falling due after one year 


Net assets 


Consolidated Funds at 1 October 


Net movement in funds for the year 


Consolidated Funds at 30 September 
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Note 


US; 
18(c) 


15 


1997 1996 
£000 £000 
162,439 102,785 

2 53,769 

DADs D2 7,939384 
127,511 66,485 
645,029 477,181 
10,008,295 8,079,050 
134,647 103,864 
388,358 401,020 
523,005 504,884 
390,20) 9525999 
169,720 152,329 
10,340,454 8,387,933 
289,277 250,320 
10,051,177 8,137,613 
Bl 57015 7,065,540 
1,913,564 1,072,073 
10,051,177 8,137,613 


12 


for the year to 30 September 1997 


Net cash inflows from operating activities 


Income received 


Less Grants paid 
Other operating costs 


Net cash inflow from operating activities 


Capital expenditure and financial investment 
Sales of investment assets 

Purchases of investment assets 

Purchases of tangible fixed assets 


Net cash inflow on consolidation of subsidiaries 

Net cash outflow from capital expenditure and investing activities 
Management of liquid resources 

Decrease in deposits held by fund managers 


Decrease in term deposits 


Net cash inflow from management of liquid resources 


Increase in cash for the year 


Note 


18(a) 


18(a) 
18(a) 


18(b) 
18(b) 
10 


18(c) 
18(c) 


18(c) 


1997 1996 
£000 £000 
316,946 368,967 
202,472 199,748 
70,104 72,821 
272,576 272,569 
44,370 96,398 
4,661,321 5,052,386 
(4,709,573) (5,177,603) 
(9,902) : 
iio? E 
(57,032) (125,217) 
15207 19,171 
Si, 19,636 
15,784 38,807 
3,122 9,988 
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(excluding Genome Research Limited and Hinxton Hall Limited) 
as at 30 September 1997 


Note 1997 1996 

£000 £000 

Tangible fixed assets 19 100,042 102,785 
Investment assets 

Quoted investments 12(a) 923) > Woo: 

Unquoted investments 12(b) 127,511 66,485 

Investment properties 12(c) 645,029 477,181 


10,008,295 8,079,050 


Debtors 20 1351422) 101,378 
Term deposits and cash 384,799 401,020 
Current assets 516,221 502,398 
Less: Creditors falling due within one year 21 371,453 438,419 
Net current assets 144,768 63,979 
Total assets less current liabilities 10,253,105 8,245,814 
Less: Creditors falling due after one year ey) 341,645 250,320 
Net assets 9,911,460 7,995,494 
Capital Fund at 1 October 7,995,494 6,983,302 
Net movement in funds for the year 1,915,966 1,012,192 
Capital Fund at 30 September 9,911,460 7,995,494 


The Annual Report on pages 2 to 8 and page 36, and the accounts on pages 10 to 35 were approved by 
The Wellcome Trust Limited, as Trustee, on 10 December 1997 and signed on its behalf by 


Sir Roger Gibbs Professor Julian Jack 
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at 30 September 1997 


1. Accounting policies 

(a) Scope of the financial statements 

GRL and HHL, included in last year’s financial 
statements as associated companies, have this year 
been treated as subsidiaries for the first time. 

The financial statements this year 
therefore comprise 
¢ Consolidated Statement of Financial Activities 
¢ Consolidated Balance Sheet 
¢ Consolidated Cash Flow Statement, 
which incorporate the assets, liabilities and results of 
The Wellcome Trust and its subsidiaries (the Group), 
together with a balance sheet of the Trust. 

GRL and HHL have been included in the prior 
year comparatives using the equity method of 
accounting. Details of the subsidiaries are given in 
note 17. 


(b) Historical cost convention 

Except where otherwise stated, these financial 
statements have been prepared using the historical 
cost convention. 


(c) Income 

Income is recognised on an accruals basis. Dividends, 
including any tax recoverable, are credited to income 
from the ex-dividend date when they become 
receivable. 


(d) Grants 

Grants awarded are provided in full in the Statement 
of Financial Activities in the year in which the 
commitment is made, irrespective of the period 
covered by the grant. Grants receivable are credited to 
the Statement of Financial Activities to match the 
expenditure to which the grant relates. 


14 


(e) Pension costs 

The Trust operates two pension schemes and a further 
scheme is operated by its subsidiary GRL. Benefits in 
all schemes are based on final pensionable pay. The 
assets of the schemes are held in funds separate from 
those of the Group and administered by their own 
trustees. Contributions to the schemes are charged to 
the Statement of Financial Activities so as to spread 
the cost of pensions over employees’ working lives. 
The contributions are determined by a qualified 
actuary on the basis of triennial valuations using the 
projected unit method. 


(f) Fund accounting 
In accordance with the powers conferred by the Will of 
Sir Henry Wellcome, the Trustee is empowered to 
determine what monies shall be regarded as capital and 
what as income and, if thought fit, to apply income 
either to meet revenue costs or for any capital purposes. 
All income arising from investments is credited to 
the Distribution fund, which is an unrestricted fund. 
Capital gains and losses, both realised and unrealised, 
are taken to the Capital fund. Where there arises a 
deficit on the Distribution fund, the Trustee exercises 
its powers under the Will to transfer sufficient funds 
from the Capital fund to meet the deficit. Any surplus 
arising on the Distribution fund is similarly transferred 
to the Capital fund and invested for use in future years. 


(g) Tangible fixed assets 

Freehold land and buildings in use by the Group are 
included in the balance sheet at cost less accumulated 
depreciation. Freehold buildings are depreciated at 
the rate of 2% per annum. The costs of the leasehold 
improvements are depreciated over the term of the 
right of use. 
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Historic assets, comprising substantial collections 


of books and artefacts of scientific and historical 
interest, are not capitalised as, in the view of the 
Trustee, they are inalienable. 

Other assets, which are not significant, are 
accounted for on a renewals basis. 


(h) Investment properties 

Investment properties are included in the balance 
sheet at open market value. The valuation is generally 
established by reference to professional advisers; 
however, where properties have been acquired close to 
the balance sheet date, the valuation has been made at 
cost, which the Governors consider to be a reasonable 


estimate of market value. 


(i) Quoted investments 

Quoted investments are stated at mid-market value at 
the balance sheet date. Realised and unrealised profits 
less losses are taken to the Capital fund. 


(j) Financial futures and options 

Financial futures and options are reported and 
accounted for in accordance with the recommendations 
of The London International Financial Futures 
Exchange and The London Traded Options Market. 
The Trust's investment managers may only use futures, 
options and contracts for differences within strict 
guidelines set out in their respective fund management 
agreements. These restrict the use of derivatives to that 


of hedge or tactical asset allocation instruments. 


(k) Unquoted investments 
Unquoted investments are valued by the Governors, 
based on recommendations from the Trust’s 


investment advisers. 
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(I) Profits and losses on foreign exchange 

Monetary assets and liabilities denominated in 
foreign currencies are translated into pounds sterling 
at the rate ruling at the balance sheet date. Income 
and expenditure items in foreign currencies are 
translated at an average rate for the appropriate 
period. All profits and losses on exchange, realised 
and unrealised, are reflected in the Statement of 


Financial Activities. 


(m) Compliance 

The accounts have been prepared in accordance with 
applicable accounting standards. In particular they 
comply with the Statement of Recommended 
Practice for Accounting by Charities (SORP) and 
The Charities (Accounts and Reports) Regulations 
1995 in all material regards. The only exception is 
that realised investment gains, defined in the SORP 
as the difference between the amount at which the 
investment was valued at the beginning of the year 
and sale proceeds, are not shown separately. 

The combined gains arising, realised and 
unrealised, are disclosed in the Statement of Financial 
Activities, with note 12 disclosing the realised gains 
or losses based on historic cost. This departure from 
the SORP, and the Regulations, has been made 
because the analysis proposed would neither assist in 
the understanding of the accounts, nor in the 
effective management of the Trust’s investment 
portfolio; and the extensive additional work that it 


would entail is not therefore justified. 
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at 30 September 1997 (continued) 


2. Grants 
(a) Grants committed but not yet paid 1997 1996 
£000 £000 
Commitments at 1 October 528,300 Byes 11 
Net grants committed during the year 221,864 168,040 
Grants paid during the year (202,472) (199,748) 
Currency movement on US$ denominated grant 552) 1,887 
Commitments at 30 September 544,140 528,300 
Of which 
Falling due within one year (note 14) 254,863 277,980 
Falling due after one year (note 15) 289,277 250,320 


544,140 528,300 


The timing of payments against grants awarded is largely dependent upon the submission of claims from the receiving 
institution. The division of grant liabilities between current liabilities and long-term liabilities is therefore not certain. 


16 The Wellcome Trust Annual Report and Accounts 1997 


2. Grants (continued) 
(b) Grants awarded during the year are analysed by the Trustee as follows 


Career support 

Neurosciences 

Molecular and cell biology 

Building grants 

Equipment grants 

Infection and immunity 

Physiology and pharmacology 
International 

Tropical medicine and infectious diseases 
History of medicine 

Population studies 

Genetics 

Veterinary 

Understanding of science 

Other schemes 

Supplementation of grants following UK national pay awards 


Less: grants awarded in previous years no longer required 


Net grants committed during the year 
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1997 


£000 


40,033 
335136 
28,466 
YA ey)? 
17,267 
16,765 
16,580 
ioe 
11,768 
4,910 
4,012 
2,850 
1/22 
1,049 
7,047 
6,927 


227,185 


(5,321) 


221,864 


1996 


£000 


38,885 
22,168 
26,484 
13,238 
6,836 
19,661 
15,830 
8,999 
6,480 
4,209 
92 
1,920 
1,638 
538 
6,947 
507 


174,432 


(6,392) 


168,040 


at 30 September 1997 (continued) 


2. Grants (continued) 

(c) Grants awarded during the year analysed by recipient 

Although grants are generally awarded in support of particular individuals and their research, the award is 
normally made to the host institution. The exception is small grants given for the purpose of travel which 
are awarded directly to the individuals. Grants awarded during the year are analysed by recipient institutions 


as follows: 
1997 1996 
£000 £000 
University of Oxford 28,930 25,032 
University of Cambridge 27,069 DNB 
University College London 17 TOL: 
Central Laboratory of the Research Councils (Daresbury) 12,100 = 
Royal Botanic Gardens, Kew 9,200 2 
University of Edinburgh 7,143 13,952 
University of Manchester 5,976 3,455 
University of Bristol 5,479 4,596 
Imperial College of Science, Technology and Medicine 547, 7,794 
University of Dundee 5,041 6,462 
University of Glasgow 4,218 59/9) 
United Medical and Dental School of Guy’s and St Thomas’ Hospitals 3,500 1,766 
University of Sheffield 3,221 eye 
University of Birmingham 5,155 3,350 
Trinity College, Dublin 3,153 2,034 
University of Liverpool 3,074 3,028 
London School of Hygiene and Tropical Medicine 2,698 3,747 
University of Leicester 2,641 2,990 
University of East Anglia DLS 494 
Royal Free Hospital Medical School 2,419 one) 
Royal Postgraduate Medical School D3) 2,740 
University of Aberdeen 2,081 1,822 
University of Newcastle upon Tyne 2,040 2,887 
Institute of Psychiatry yo! 1,135 
Institute of Ophthalmology 1,787 1,380 
St George's Hospital Medical School Lie 1,296 
Institute of Child Health 1,724 1,017 
Carried forward 170,186 131,013 
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2. Grants (continued) 
(c) Grants awarded during the year analysed by recipient (continued) 


Balance brought forward 


University of Leeds 

University College Medical School 

King’s College London 

Charing Cross and Westminster Medical School 
University of Southampton 

University of Nottingham 

University of Wales, College of Medicine Cardiff 
St Bartholomew's and the Royal London School of Medicine and Dentistry 
University of Auckland 

University of St Andrews 

Burroughs Wellcome Fund 

Royal Veterinary College 

Institute of Neurology 

University of Warwick 

Natural History Museum 

University of Bath 

University of Sussex 

Birkbeck College 

University of York 

Instituto Chileno de Medicina Reproductiva 
University College and Middlesex School of Medicine 
St Vincent's Institute of Medical Research 


Grants to other institutions (including supplementations) 
Grants to individuals 


Grants awarded during the year 


1997 1996 
£000 £000 
170,186 131,013 
1,706 132 
1,660 983 
1,607 a7 7. 
1,582 408 
1,548 1,234 
1,324 3,027 
1,270 apes 5 Be 
1,236 447 
ie, - 
1,095 595 
1,060 - 
1,036 eral 
1,009 1,040 
846 803 
839 Zhe 
683 861 
670 1,163 
668 180 
552 696 
537 - 
501 428 
484 - 
1935221 149,573 
33,703 24,612 
261 247 
227,185 174,432 


Further details of grants awarded are published annually by the Trust and are freely available on request. 
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at 30 September 1997 (continued) 


2. Grants (continued) 
(c) Grants awarded during the year analysed by recipient (continued) 


The following Governors had paid appointments with institutions which were in receipt of grants 


Professor Julian Jack University of Oxford 

Professor Sir David Weatherall University of Oxford 

Professor Roy Anderson University of Oxford 

Professor Christopher Edwards Imperial College of Science, Technology and Medicine 
Professor Sir John Gurdon University of Cambridge 

Professor Sir Michael Rutter Institute of Psychiatry 

Professor Martin Bobrow University of Cambridge 


When a Governor has a material interest in any grant or other matter being considered by the Trust, especially 
where he is a member of the university department to which the grant would be made, that Governor does not 
participate in the Trust’s decision on the grant or other matter. 


(d) Grants receivable 
Grants receivable represent grants receivable by the subsidiary GRL from other funders, notably the Medical 
Research Council and the European Union. 


1997 1996 
£000 £000 
Grants receivable 6,890 = 


GRL was not considered to be a subsidiary of the Trust in the year to 30 September 1996. 
There is therefore no equivalent comparative figure for that year. 
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3. Direct activities 


Direct activities expenditure comprises expenditure, other than grants, incurred on activities undertaken directly 


by the Trust and its subsidiaries in pursuit of their charitable objectives. The activities on which costs have been 


incurred or provided are detailed below 


1997 
£000 

Direct activities of the Trust a 
The Wellcome Institute for the History of Medicine 3,460 
The Wellcome Centre for Medical Science 3,392 
Unit for Policy Research in Science and Medicine 615 
Total direct activities of the Trust 7,467 

Direct activities of subsidiaries (note 17) 

Genome Research Limited 16,046 
Hinxton Hall Limited oh 72 
24,685 


GRL and HHL were not considered to be subsidiaries of the Trust in the year to 30 September 1996. 
There are therefore no equivalent comparative figures for that year. 


The Wellcome Trust Annual Report and Accounts 1997 


1996 


£000 


3,622 
3,165 
O07 


7,184 


7,184 
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at 30 September 1997 (continued) 


4. Support costs 
Support costs are costs incurred in supporting both direct activities and the awarding and payment of grants, 
including the receipt of applications, peer review and the control of expenditure. 


1997 1996 
£000 £000 
(a) The Trust 

Employment costs Halon 6,563 
Office expenses 5,059 A495 
Accommodation costs 4,227 4,904 
Depreciation of freehold buildings and leasehold improvements 1,950 195! 
Professional and consultancy fees 1,041 SE 
Expenses of advisory committees 320 27 | 
19,848 19,161 

(b) Subsidiaries (note 17) 
Depreciation of freehold buildings 1,274 - 
Accommodation costs 982 - 
Employment costs bey) = 
Office expenses 816 - 
235879 19,161 


GRL and HHL were not considered to be subsidiaries of the Trust in the year to 30 September 1996. 


There are therefore no equivalent comparative figures for that year. 
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5. Investment costs 


Investment costs are the costs incurred, both internally and externally, in managing the investment portfolio. 


1997 

£000 

Investment management costs 14,560 
Professional fees 240 
Employment costs 665 
Office expenses and accommodation costs 250 
S745) 


6.Administration costs 


1996 
£000 


11,348 
1,065 
320 
156 


12,889 


Administration costs are those incurred in connection with the administration and management of the charity. 


They include the costs of the Trustee, the Directorate and Corporate Affairs. 


1997 

£000 

Employment costs a1 
Trustee company fees and expenses 666 
Professional fees 287 
Office expenses 405 
Auditor's remuneration 95 
Annuities Wi 
2,051 


1996 
£000 


534 
467 


1,754 


In addition to the auditor’s remuneration above, fees amounting to some £44,000 (1996: £38,000) were paid to 


Binder Hamlyn in respect of payroll administration, taxation services and other advice. 
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at 30 September 1997 (continued) 


7.Employee information 


(a) Staff costs 
1997 1996 
£000 £000 
The Trust 
Salaries and benefits in kind D2 8,423 
Social security costs Vee 651 
Pension, death and disability benefits 2,003 2,218 
12,292 11,292 
Subsidiaries (note 17) 
Salaries and benefits in kind 4,705 - 
Social security costs 350 - 
Pension, death and disability benefits 964 = 
Total for Group 18,311 11,292 


GRL and HHL were not considered to be subsidiaries of the Trust in the year to 30 September 1996. 
There are therefore no equivalent comparative figures for that year. 


These costs are allocated according to the activities of the staff and are therefore included in Direct activities 
(note 3), Support costs (note 4), Investment costs (note 5) and Administration costs (note 6). 


(b) Average number of employees in the year 


The Trust By/all 356 
Subsidiaries 307 = 
Total for Group 678 356 


GRL and HHL were not considered to be subsidiaries of the Trust in the year to 30 September 1996. 
There is therefore no equivalent comparative figure for that year. 
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7. Employee information (continued) 
(c) Emoluments of employees 


The numbers of employees of the Group whose emoluments (salaries and benefits in kind) fell within the 
following bands were 


1997 1996 
£40,001 — £50,000 16 16 
£50,001 — £60,000 10 2 
£60,001 — £70,000 4 7. 
£70,001 — £80,000 2 D 
£80,001 — £90,000 %) 1 
£90,001 — £100,000 1 
£120,001 — £130,000 1 
£140,001 — £150,000 1 - 


(d) Pension schemes 
The Group operates funded final salary pension schemes for its employees, The Wellcome Trust Retirement and 
Death Benefits Plan, The Wellcome Trust Management Pension Scheme and the GRL Pension Scheme. 

The Wellcome Trust Retirement and Death Benefits Plan was assessed by consulting actuaries in June 1995, 
using the projected unit method of valuation. The actuaries reported that as at 1 June 1995 there was a 
deficiency in respect of accrued service which is being spread over the 13 years of average remaining service life 
of employees by an increase of 0.4% to the long-term funding rate. The level of funding was 100% for liabilities 
of members who have retired and 97% for other liabilities. The net assets of the scheme at 31 December 1996 
amounted to £14.3 million. The next actuarial assessment is due in June 1998. 

An actuarial review of The Wellcome Trust Management Pension Scheme was carried out at 1 January 1997. 
This report confirmed that, using the aggregate method of valuation, the assets available provided for 93% of 
the current value of the liability for future pensions to existing members. As at 31 December 1996 the net assets 
of the Scheme were valued at £4.9 million. 


The following assumptions were used in these actuarial reports 


Puture investment returns 8.5% per annum 
Puture salary increases 7.0% per annum 
Future pension increases 5.5% per annum 


Total contributions made to the above schemes during the year were £1.9 million (1996: £2.1 million). 

The pension scheme of GRL was assessed by the actuaries, using the attained age valuation method, in April 
1996. Present and future pension increases of 5%, and an excess of investment return over salary increases of 
1%, were assumed. Contributions have been paid in accordance with the rate recommended by the actuaries of 


20% of pensionable salaries. The next actuarial valuation will be made in April 1999. 
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at 30 September 1997 (continued) 


8. Remuneration of Governors 
The Governors are the directors of The Wellcome Trust Limited, the Trustee, and received remuneration from 
that company as follows: 


1997 1996 

£000 £000 

Salaries 446 366 
Social security costs 45 37 
491 403 


There were nine Governors at 30 September 1997 (1996: seven). Each Governor holding office during the 
year received remuneration at the rate of £49,500 per annum (1996: £49,500). 

The Governors were covered by liability insurance in the year to 30 September 1997 at a cost of £15,375. 
All costs incurred by The Wellcome Trust Limited are reimbursed by the Trust and are included in the Trustee 
company fees and expenses in Administration costs (note 6). 


9. Taxation 
Each of the Trust, GRL and HHL are registered under the Charities Acts and their income and gains, which are 
applied for charitable purposes, are mainly exempt from UK tax. 
The estimated cost of irrecoverable Value Added Tax suffered by the Group in the year was in excess of 
£4 million. 
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10. Tangible fixed assets 


Cost as at 1 October 1996 
Assets of subsidiaries at 1 October 1996 
Additions in year 


Transfer to investment properties 


Cost as at 30 September 1997 


Depreciation as at 1 October 1996 
Charge for year 


Depreciation as at 30 September 1997 
Net book value 30 September 1997 


Net book value 30 September 1996 


Freehold 
Land 
£000 


13,142 


(793) 


12,349 


12,349 


13,142 


11. Investments in associated companies 


Balance at 1 October 1996 


Elimination of associates on being treated as subsidiaries 


Balance at 30 September 1997 


Freehold 
Buildings 
£000 


95,608 
53; / 62 
95902 


1595279 


7,384 
3,186 


10,570 


148,709 


88,224 


Leasehold 
Improvements 


£000 


133 


Total 
£000 


110,283 

53,769 

9,902 
(793) 


173,161 


7,498 
3,224 


10,722 


162,439 


102,785 


£000 


935702 
(53,769) 


The associated companies are GRL and HHL which have been treated as subsidiaries from 1 October 1996 


(see note 17). 
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at 30 September 1997 (continued) 


12. Investments 


(a) Quoted investments 


Cost Market Market Cost 
as at Value Sales Gains/ Value as at 
30.9.96 1.10.96 Purchases Proceeds (Losses) 30.9.97 30.9.97 
£000 £000 £000 £000 £000 £000 £000 
Equities 
BADD WAS) = LUI 4,618,622 953,230 1,013,538 1,326,864 5,885,178 33536;382 
515,519) 9 Eutope 572,456 626,874 594,424 171,434 776,340 597,436 
837,630 N America 928,769 1,074,056 1,062,684 289,093 ~=—-:1,229,234 882,155 
445,384 Japan 443,964 349,061 331,806 (68,162) 393,057 434,891 
320,534 Far East 330,790 345,359 358,451 (46,555) 271,143 272,980 
66,850 Australasia TOTS 64,927 34,393 11,334 115,646 99,235 
143,607 Latin America 151,728 84,882 130,430 32,341 Sisal 106,941 
56,164 Other Dileo lel 205,527 Daeee ByEOois 241,253 211,658 


Fixed Interest 


29435 SUK 296,824 DOVE Fo2> 80 3,479 135,445 ACT 
68,105 Overseas 67,142 306,929 325,079 946 49,938 50,392 
6,170,300 ‘Total 7,535,384 4,578,572 4,636,612 1,758,411 9,235,755 6,318,847 


UK equities include £2,332 million (1996: £1,675 million) in respect of shares in Glaxo Wellcome plc. 
At 30 September 1997 the Trust’s total holding in Glaxo Wellcome amounted to some 4.7% of that company’s 
issued share capital. 

Realised gains over cost in the year amounted to £206 million. 

Putures contracts held at the balance sheet date have been included above at the value of the underlying 
asset, amounting to a market value of £12.9 million (1996: £30.1 million) and a cost of £12.1 million 


(1996: £29.9 million). 


28 The Wellcome Trust Annual Report and Accounts 1997 


12. Investments (continued) 
(b) Unquoted investments 


Cost 

as at 
30.9.96 
£000 


28,155 
20,697 

4,164 
12,282 


65,298 


Market 

Value 

1.10.96 

£000 

UK 26,011 
Europe 19,666 
N America 5,741 
Other 15,067 
Total 66,485 


Purchases 
£000 


1776 
33,815 

4,500 
20,114 


76,205 


Sales Gains/ 
Proceeds (Losses) 
£000 £000 
16,414 6,234 
4,918 SG 
M3} (226) 
3,269 950 
25,314 10,135 


Market 
Value 
30.9.97 
£000 


33,607 
51,740 

O02 
32,862 


12755 il 


Cost 

as at 
30.9.97 
£000 


41,234 
52,914 

8,206 
30,497 


132,852 


Unquoted venture capital investments have been valued by the Trustee on the advice of Cambridge Associates Inc., 


Boston, Massachusetts, USA. Valuations are based on the guidelines of the British Venture Capital Association and the 
National Venture Capital Association of the US, and are prepared by Cambridge Associates on information received from 
the venture fund managers. Net realised gains over cost in the year amounted to £16.7 million (1996: £4.5 million). 
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at 30 September 1997 (continued) 


12. Investments (continued) 


(c) Investment properties £000 
Valuation as at 1 October 1996 477,181 
Purchases in year 74,059 
Sales proceeds (28,732) 
Gains arising on disposal and revaluation UD DR 
‘Transfer from tangible fixed assets 793 
Valuation as at 30 September 1997 645,029 
Cost as at 30 September 1997 533,909 


Cost as at 30 September 1996 485,342 


Properties have been valued at open market value in accordance with the Valuation and Appraisal Manual of the 
Royal Institute of Chartered Surveyors, subject to the restrictions detailed below. The valuations were carried out 
by Gerald Eve and Hillier Parker. 

Gerald Eve have been instructed to value the Trust’s freehold interests in the South Kensington Estate and the 
Ennismore Gardens Estate at 30 September 1997 and at the end of the following two years. They have reported 
their opinion as at 30 September 1997 on a restricted basis as it has not been practical for them to carry out 
inspections of all the properties in the first year of this three-year programme. They have also made a special 
assumption to exclude any value attributable to developments not yet commenced. 

Realised gains over cost in the year amounted to £2.4 million (1996: £0.5 million). 


13. Debtors 
1997, 1996 
£000 £000 
Accrued income 69,108 72,481 
Proceeds receivable on disposal of investments 49,141 19,804 
Other debtors 155370 11,040 
Prepayments 1,028 oo? 


134,647 103,864 
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14. Creditors amourits falling due within one year 


1997 1996 

£000 £000 

Grant commitments — see note 2(a) 254,863 277,980 
Amounts payable on acquisition of investments 78,488 SWS 
Trade creditors 10,381 7,930 
Other creditors Bolle 2 MOG 
Accruals and deferred income 6,420 5,314 


353,285 352,556 


15. Creditors amounts falling due after one year 


19977 1996 
£000 £000 
Grant commitments — see note 2(a) 289,277 250,320 


16. Capital commitments 
The Trust has entered into commitments to make investments in venture capital undertakings. 
At the balance sheet date, outstanding commitments amounted to some £251 million (1996: £121 million). 


17. Subsidiaries 


The following companies are considered by the Governors to be subsidiaries of the Trust and their assets, 
liabilities and results have been consolidated with those of the Trust for the year to 30 September 1997. 


Company Country of incorporation Activities 

Bee Rosesich Limited England 7 7 Medical Pech Panels in the field of genetics. 

‘vale Hall sontar Eagad Provision of conference facilities and site leuk 
at The Wellcome Trust Genome Campus, Hinxton. 

NCI Holdings Limited Cayman Islands Investment folding company. . 


In 1996 and prior years, GRL and HHL were treated as associated companies. However, the Governors consider 
that the Trust has exercised dominant influence over the activities of GRL during the year to 30 September 1997 
so it has been treated as a subsidiary and consolidated from 1 October 1996, as required by Financial Reporting 
Standard 2 and the Statement of Recommended Practice, Accounting by Charities. The members of GRL, a 
company limited by guarantee, are The Wellcome Trust Limited and Sir Stanley Peart. 

HHL, a company limited by guarantee of which the two members are GRL and The Wellcome Trust Limited, 
is consequently also treated as a subsidiary from 1 October 1996. 

Both GRL and HHL are charities registered under the Charities Acts. 
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at 30 September 1997 (continued) 


18. Cash flow statement 
(a) Reconciliation of SOFA to operating cash flows 


1997 1996 
£000 £000 
Income 212,116 344,869 
Decrease in accrued income Bord 25,455 
Increase in grants receivable 1,248 = 
Increase in deferred income 606 Ip 
Decrease in rent receivable 235 1,514 
Exchange loss (632) (3,026) 
Income received 316,946 368,967 
Net grants awarded 221,864 168,040 
Decrease in commitments 70,023 ZOO 
Consolidation adjustment (85,863) - 
Exchange movements (3,552) 1,887 
Grants paid 202,472 199,748 
Other resources expended 66,330 48,000 
Exchange movement B55) (1,887) 
(Decrease)/increase in debtors 2,817 (2,325) 
Decrease in creditors 629 Le? 
Depreciation (3,224) (1,951) 
Amounts paid to associated companies - 38,020 
Net cost of associated companies - (7,012) 
Reversal of prior year provision for fixed assets - (1,136) 
Other operating costs 70,104 72,821 
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18. Cash flow statement (continued) 
(b) Reconciliation of investment sales and purchases 


Sales of quoted investments 
Sales of unquoted investments 
Sales of investment property 


Increase in proceeds receivable on disposal of investments 


Sales of investments 


Purchases of quoted investments 
Purchases of unquoted investments 
Purchases of property 


Increase in amounts payable on acquisition of investments 


Purchases of investments 


(c) Movement in cash and liquid resources 


Cash and deposits held by fund managers 
Term deposits 


Liquid resources 


Cash at bank and in hand 


Term deposits and cash 
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1997 1996 

£000 £000 

4,636,612 5,040,459 

25,314 LSS 

MSs 3 7,074 

(295337) (2,946) 

4,661,321 5,052,386 

ASD 5,103,191 

76,205 41,861 

74,059 VMS 
(19,263) (40,592) 

4,709,573 5,177,603 

1997 Movement 1996 
£000 £000 £000 
Bile 0) (15,207) 330,437 
SSS) (577) 60,576 
BY pS) (15,784) 391,013 
135129 322 10,007 
388,358 (12,662) 401,020 
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at 30 September 1997 (continued) 


19. Tangible fixed assets (the Trust) 


Freehold Freehold Leasehold 

Land Buildings Improvements Total 

£000 £000 £000 £000 

Cost as at 1 October 1996 13,142 95,608 18} 110,283 
Transfer to investment properties (793) - - (793) 
Cost carried as at 30 September 1997 12,349 95,608 1,533 109,490 
Depreciation as at 1 October 1996 = 7,384 114 7,498 
Charge for year - Pol 38 1950 
Depreciation as at 30 September 1997 - 9,296 52 9,448 
Net book value 30 September 1997 12,349 86,312 1,380 100,042 
Net book value 30 September 1996 13,142 88,224 1,419 102,785 

20. Debtors (the Trust) 

1997 1996 

£000 £000 

Accrued income 69,108 72,481 
Proceeds receivable on disposal of investments 49,141 19,804 
Other debtors 12,674 8,554 
Prepayments 499 239 
131,422 101,378 
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21. Creditors amounts falling due within one year (the Trust) 


Grant commitments 

Amounts payable on acquisition of investments 
Trade creditors 

Other creditors 

Accruals and deferred income 


22. Creditors amounts falling due after one year (the Trust) 


Grant commitments 
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341,645 


1997 1996 
£000 £000 
276,665 363,843 
78,488 59,225 
8,875 7,930 
1,429 2,107 
371,453 438,419 
Ly 1996 
£000 £000 
250,320 
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